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THE closing years of the eighteenth century were marked
by a number of events which made the epoch a turning-
point in the history of British finance. The outbreak of the
War with Revolutionary France brought various consequences
in its train. The invasion of Holland and the extension of the
revolutionary regime to that country put an end to the long-
established supremacy of Amsterdam as an international finan-
cial centre. The Industrial Revolution was endowing Great
Britain with a new economic strength, and it was accompanied
by a rapid development of the banking system of the country.

The war placed a tremendous strain on the public finances,
and affected the British financial system in two ways. It in-
volved the Government in borrowing on an enormous scale and
so led to a rapid development of the machinery of the Stock
Exchange and of capital flotations. And at an early stage it
broke down the monetary system and initiated a period of more
than twenty years of inconvertible paper money.

The banking system had been evolved out of the commercial
system of the country, and particularly out of the prevalent use
of bills of exchange, not only for international trade, but for
domestic trade also. The business of the private bankers of
London had grown up in the seventeenth century rather out
of dealings in bullion and specie than out of dealings in bills.
But, once established, they provided all the facilities of deposit
banking. Merchants paid one another with notes or cheques,
and the need for skilled appraisers of the precious metals as
part of the machinery of payment dropped into the background.
The bankers received deposits and bought bills of exchange to
hold against them.

By the end of the eighteenth century there was an active
market in bills of exchange, and there was coming into exis-
tence a class of bill-brokers, who at that stage were mere
brokers or intermediaries for facilitating the sale of bills. The